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_______________Tax News_______________
ALBERTA R. CRARY, Whittier, California 
March 15, 1944, has joined our yesterdays. 
The horrors of that nightmare will be with the 
Treasury Department for years to come. The 
only thing that would be surprising to learn 
about the filing of 1943 returns was that the 
percentage of errors on returns filed was low. 
The Treasury Department employees worked 
to capacity to help the taxpayers. Accounting 
offices were crowded and worked beyond any 
reason. The get-rich-quick "Tax Experts” set 
up for business in barber shops, shoe shining 
parlors and road side stands and hit the jack 
pot at the expense of desperate and confused 
taxpayers. The errors, omissions and commis­
sions are now reduced to writing and filed for 
judgment. May those who judge be temperate 
in their pronouncements against the defenseless 
taxpayer who tried at his own expense to carry 
through with the inexcusable burden which was 
thrust upon him.
April 15, 1944, deadline for filing of the first 
Declaration of Estimated Tax for this year. 
The new forms are now being mailed to tax­
payers and being made available in offices of 
the Collector of Internal Revenue. The new 
forms being sent out include the short Form 
1040ES to be filed with the collector and the 
four page instruction and work sheet sent out 
for the use of the taxpayer. This work sheet 
has on Page 1 the requirements for filing, in­
structions and the taxpayer’s copy of 1040ES. 
Page 2 has the Work Sheet and table to be used 
by taxpayers whose gross income is not over 
$10,000. Page 3 is the Alternative Work Sheet 
for incomes in excess of $10,000 or for smaller 
incomes where detailed work sheet is preferred. 
On Page 4 are the new tax rates to apply to 
net income after the deduction of personal 
exemption and credit for dependents. The new 
rates are 6 % higher than the surtax rates ap­
plied to 1943 incomes, as the elimination of 
the earned income credit combines the normal 
and surtax rates in a single tax.
Declarations must be filed by single persons 
or married persons not living with husband or 
wife if gross income from wages on which tax 
is withheld is in excess of $2,700, or if there is 
gross income of $100 from sources other than 
wages, or if their income in 1943 met this re­
quirement. Married persons living with hus­
band or wife if the combined wages on which 
there is withholding is in excess of $3,500, or 
if they have other income in excess of $100, 
or met these requirements in 1943, must file 
the April Estimate. It is to be hoped that out 
of all the talk about simplification that the 
Estimated Tax will be shelved, as the possi­
bility of guessing correctly on what any person 
in a business or profession will make for a whole 
year is as likely as a trip to Mars.
The Revenue Act of 1943 became a law on 
February 25, 1944, after Congress passed the 
bill over the President’s veto. That was a 
lovely fight. Everyone concerned talked long 
and loud, complaining about the shortcomings 
of the other in tax matters, then told each 
other what a nice boy each was and hoped to 
remain friends. The little tax bill passed, and 
at least for the time being all talk of a "realistic” 
tax bill has subsided. It looks now as if the 
possibility of another tax bill increasing rates 
is at least remote until after election.
Following are some of the changes in the 
1943 Act to keep in mind:
Determination of Status: A taxpayer’s marital 
status as of July 1st of the taxable year will 
determine the personal exemption of the tax­
payer for the year. This new rule must be kept 
in mind for the withholding certificates from 
employees. In 1944, a person may not change 
his withholding certificate after July 1st until 
the end of the year. If a change occurs in the 
status of an employee between January 1st and 
July 1st, he may report the change in a new 
withholding certificate at any time before the 
latter date. The employer can make the change 
in withholding at the time the certificate is 
received, but it is not necessary for him to do 
so until July 1st.
Under the old law, persons reporting on 
Form 1040 apportioned the exemption over the 
time in which each status was maintained. A 
person being married on June 1st would use 
5/12 of the single person’s exemption, and 
7/12 of the married exemption. Under the 
1943 Act this person would be entitled to the 
exemption of a married person for the full year.
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However, if one spouse dies before the end 
of the taxable year, the income of such spouse 
would have to be reported on a separate return, 
and treated as a return for a short period. The 
surviving spouse could not file a joint return 
including the income of the deceased spouse.
Earned Income Credit is Repealed. The Ten 
Percent earned income credit against normal 
tax net income will not apply to any year be­
ginning in 1944. Thus the surtax net income 
is subject to both surtax and normal tax. The 
estimated tax work sheet for 1944 shows the 
two taxes added together in a single tax i.e., 
instead of the 6% and 13% on incomes under 
$2,000, the tax is 19%. The elimination of 
the earned income credit will result in slightly 
higher taxes over 1943.
Victory Tax Rate Reduced to 3 %. The 5 % 
Victory Tax Rate has been reduced to 3%, 
and the credits against the tax of 25% or 
40% depending upon marital status has been 
eliminated. The change and the dropping of 
the earned income credit, will in a measure 
simplify the computation of the tax.
Blind Persons whose vision is 20/200 or worse 
with correcting lenses as of July 1st of the 
taxable year are allowed a special deduction of 
$500 from gross income.
Tax Exempt Corporations Must File Returns. 
For the year 1943 and following years, every 
corporation exempt from Federal Taxes, except 
Religious, Educational, Charitable, Fraternal or 
government owned organizations must file a 
return of information by May 15, 1944. These 
returns must be filed on prescribed forms which 
should be available soon. Information required 
includes receipts and disbursements and what 
other information the Commissioner may re­
quire to determine the taxability of the income 
received by the organization. Organizations 
which have hitherto been exempt from filing 
returns that now must file include: agricultural 
organizations, Mutual Water Companies, Labor 
Unions.
Repeal of the Second Windfall Provision and 
the changes in assessing penalties on Estimated 
Tax from the Current Tax Payment Act of 
1943 were passed in the Revenue Act of 1943 
as outlined in the February issue of the Woman 
C.P.A.
Deductions of Federal Excise Taxes Disal­
lowed: Federal excise taxes not incurred in tax­
payer’s trade or business which have been de­
ductable in prior years will not be allowed in 
taxable years beginning in 1944. Among those 
federal taxes formerly deductable, but not now, 
except if a business expense are: Admissions, 
Use Tax on automobiles or boats, stamp taxes 
on transfers of stocks or bonds or real estate, 
Tax on telephone or telegraph or cable services, 
safety deposit boxes, transportation taxes.
Excise Taxes
Postal rates have been increased on first class 
local mail from 2 cents to 3 cents. Air mail 
has been raised from 6 cents per ounce to 8 
cents per ounce. These increases became effec­
tive on March 25th. In addition to the above 
changes in postal rates, fees for money orders, 
registered and insured mail, and C.O.D. mail 
have been increased by almost 100%.
Luggage, hand bags, billfolds, etc., have been 
added to the list of retail sales subject to excise 
taxes. These items will carry a 20% tax. The 
rate on jewelry, furs and cosmetics has been 
raised from 10% to 20% except on certain 
jewelry items. Silver-plated flatware is exempt 
from tax. Watches selling at less than $65.00 
and alarm clocks selling at less than $5.00 are 
subject to 10% tax instead of new rate on 
✓other jewelry items. The excise tax on furs 
will apply on fur articles made from pelts fur­
nished by the consumer. The tax will be assessed 
upon the fair retail price of the finished gar­
ment.
Floor stocks tax returns will be due on dis­
tilled liquors, beer and wine on or before May 
1, 1944, and the tax must be paid by July 1, 
1944. The floor tax on distilled liquors will 
apply at $3 per proof-gallon. Tax on beer and 
other malt liquor will be $1 per 31 gallon 
barrel. Wine will be taxed on varying rates 
depending on the alcohol content.
For Victory!
BUY MORE BONDS—Our boys over there 
have not lessened the force of their fighting. 
We must not lessen the force of our backing 
the attack—BUY MORE BONDS!
DONATE TO THE BLOOD BANK—With 
the impending invasion greater casualties are 
inevitable and the need for blood plasma will 
likewise be greater—DONATE REGULARLY 
TO THE BLOOD BANK!
☆ ☆ ☆
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